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DOCKET Nos. 00-03371 
00-0338/00-0339 
CONSOLIDATED 
ICC STAFF Ex~i~1~8.00 

Please state your name and business-address, 

My name is Dianna Hathhorn. My business address is 527 East Capitol 

Avenue, Springfield, Illinois 62701. 

Have you previously tiled testimony in this proceeding? 

Yes, direct testimony was filed in August 2000. 

What, is the purposeof thi&estimony? 

I am presenting the rebuttal Staff revenue requirement schedules for the 

Consumers Illinois Water Company (“CIWC” or “Company”). These 

schedules are based upon the revisions that CIWC made in its rebuttal 

testimony, and Staffs adjustments thereto. 

I am also presenting testimony regarding working capital+depreciation 

expense, materials and supplies, historical plant, company plant updates, 

and accumulated deferred income taxes. 

c 

3 Q. 

4 

5 A. 

6 

7 

a Q. 

9 

IO A. 

11 

12 Q. 

13 

14 A. 

15 

16 

17 

ia 

19 

20 

21 

1 



22 

23 Q. 

24 

25 A. 

26 

27 

20 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 
41 

42 

DOCKET Nos. 00-03371 
00-0338100-0339 
CONSOLIDATED 
ICC STAFF EXHIBIT 8.00 

Are you sponsoring any schedules as part of ICC Staff Exhibit 8.00? 

Yes, I have prepared (or supervised the preparation 09 the following 

schedules for the Company, which show data as of, or for the test year 

ending December 31,200l: 

Revenue Reauirement Schedules 

Schedule 8.01 (K), (V), 8 (W) - Statement of Operating Income with 

Adjustments 

Schedule 8.02 (K), (V), & (W) - Adjustments to Operating Income 

Schedule 8.03 (K), (V), & (W) - Rate Base 

Schedule 8.04 (K), (V), & (W) - Adjustments to Rate Base 

Schedule 8.05 (K), (V), & (W) - Revenue Effects of Adjustments 

Schedule 8.06 (K), (V), & ON) - Interest Synchronization Adjustment 

Schedule 8.07 (K), (V), & (W) - Gross Revenue Conversion Factor 

Adiustment Schedules 

Schedule 8.08 (K), (V), & (W) - Working CapiMAdjustment 

Schedule 8.09 (K), (V), & (W) - Correction to Depreciation Expense 
Adjustment 

Schedule 8.10 (K), (V), & (W) - Accumulated Deferred Income Taxes 



i 

43 Adjustment 

44 Schedule 8.11 (K) & (V) - Company Plant Update Adjustment 

45 

46 Q. Please explain the “(K)“, “(V)“, and “(W)” suffixes which appear in your 

47 schedule numbers. 

48 

49 A. 

50 

51 

52 

53 

54 

55 

Consumers Illinois Water Company has filed for rate increases for three 

operating divisions: Kankakee, Vermilion County, and Woodhaven. The 

“(K)” suffix identifies-a schedule which pertains to the Kankakee water 

operations. The “(V)” suffix identifies a schedule which pertains to the 

Vermilion County water operations. The ‘l(W)” suffix identifies a schedule 

which pertains to the Woodhaven water operations. 

DOCKET Nos. 00-03371 
00-0338/00-0339 
CONSOLIDATED 
ICC STAFF EXHIBIT 8.00 

56 Revenue -Reouirement~Schedules 

57 Q. 

58 

59 

60 A. 

61 

62 

63 

Please describe ICC Staff Exhibit 8.00, Schedules 8.01 (K), (V), & (W), 

Statement of Operating Income with Adjustments. 

ICC Staff Exhibit 8.00, Schedules 8.01 (K), (V), & (W), are the same as 

ICC Staff Exhibit 1.00, Schedule, 1.01 (K), (V), &(W), describedin ICC 

Staff Exhibit 1 .OO, updated to incorporate current Company and Staff 

positions. 

3 



64 

65 Q. 

66 

67 

68 A. 

69 

70 

71 

72 

73 Q. 

74 

75 

76 A. 

77 

78 

79 

a0 Q. 

ai 

a2 

63 A. 

64 

DOCKET Nos. 00-03371 
00-0338/00-0339 
CONSOLIDATED 
ICC STAFF Ex~le1~8.00 

Please describe ICC Staff Exhibit 8.00, Schedulas8.82 (K), (V), & (W), 

Adjustments-to Operating Income. 

Schedules 8.02 (K), (V), & (W) identify Staffs rebuttal adjustments to 

Operating Income. The source of each adjustment is shown in the heading 

of each column. Column (U) is carried forward to ICC Staff Exhibit 8.00, 

Schedule 8.01 (K), (V), 8 ON), page 1, Column (C). 

Please describe ICC Staff Exhibit 8.00, Schedules 8.03 (K), (V), & (IN), 

Rate Base. 

Page 1 of all three Schedules is the same as that in ICC Staff Exhibii 1 .OO, 

Schedules 1.03 (K), (v), & (VV), described in ICC Staff Exhibit 1 .OO, 

updated to incorporate current Company and Staff positions. 

Please describe ICC Staff Exhibit 8.00, Schedules 8.04 (K), (V), & ON), 

Adjustments to Rate Base. 

Schedules 8.04 (K), (V), & ON) identify Staffs adjustments to rate base. 

The source of each adjustment is shown in the heading of each column. 

4 
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98 
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100 
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105 
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Column (K) is carried forward to ICC Staff Exhibit 8.00, Schedules 8.03 

(K), WI, & ON), Column (C). 

Q. What is the purpose of ICC Staff Exhibit 8.00, Schedules 8.05 (K), (V), & 

o/v), Revenue Effect of Adjustment? 

A. Schedules 8.05 (K), (V), & (W) are the same as Schedules 1.05 (K), 01), & 

(W) described in ICC Staff Exhibit 1 .OO, updated to incorporate current 

Company and Staff positions. 

Interest Svnchronization 

Q. Please explain ICC Staff Exhibit 8.00, Schedules 8.06 (K), (V); & ON), 

Interest Synchronization Adjustment. 

A. Schedules 8.06 (K), (V), & (w) use the same concepts and theories as 

Schedules 1.06 (K), (V), & ON) described in ICC Staff Exhibit 1.00, 

updated to incorporate current Company and Staff positions. 

Gross Revenue Conversion Factor 

Q. Please explain ICC Staff Exhibit 8.00, Schedules 8.07 (K), (V), & (W), 

Gross Revenue Conversion Factor Adjustment. 

5 
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106 

107 A. Schedules 8.07 (K), (V), & (w) use the same concepts and theories as 

108 Schedules 1.07 (K), (V), 8 (W) described in ICC Staff Exhibit 1 .OO, 

109 updated to incorporate current Company and Staff positions. 

110 

111 Non Contested Adiustments 

112 Q. 

113 

114 

115 A. 

116 

117 

ii8 

119 

120 

121 

122 

123 

124 

125 

126 

What is your understanding of the Company’s position with regard to Staff 

adjustments presented in direct testimony? 

Based on review of Frank X. Simpson’s rebuttal testimony (CIWC Exhibit 

No. 6.0 R), the Company has no objection to the methodology used in 

several adjustments from Staff. These non-contested adjustments are the 

following: 

ICC Staff Exhibit 1 .OO~(~HathhornI:~..Working Capital Adjustment, Correction 

to Depreciation Expense (partial), Accumulated Deferred Income Taxes, 

Kankakee Add-On Tax; 

ICC Staff Exhibit 2.00 (Knepler): Political and Lobbying Expense, Social 

and Service Club Dues; Incentive Compensation Expense: 

ICC Staff Exhibit 3.00 (Luth): Insurance Expense, Corporate office and, 

Vermilion Remittance Center Allocation (partial); 

ICC Staff Exhibit 5.00 (Pilalpil): Vermilion Revenues. 

6 
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127 Because the Company has not presented its rebuttal revenue requirement, all 

128 Staff adjustments, both contested and non-contested; are shown on all three 

129 Schedules 8.02 and 8.04, adjusting from the Company’s revenue requirement 

130 presented in its direct case. 

131 

132 Workina Caoital Adiustment 

133 Q. 

134 

135 

136 A. 

137 

138 

139 

140 

141 

142 

Please describe ICC Staff Exhibit 8.00. Schedules 8.08 (K), (V), & (W), 

Working Capital Adjustment. 

Schedules 8.08 (K), (V), & (W) reflects my proposed adjustment to rate 

base to reflect Staffs updated adjustments to operating and maintenance 

expenses. The Company has no objection to the Staff methodology of 

calculating the working capital allowance (Simpson Rebuttal, p. 3). The 

details of my computation of the working capital allowance is presented on 

Schedules 8.08 (K), (V), and (W). 

143 Correction to Depreciation Expense Adiustment 

14 Q. Please describe ICC Staff Exhibit 8.00, Schedules 8.09 (K), (V), & ON), 

145 Correction to Depreciation Expense Adjustment. 

146 

7 
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147 A. 

148 

149 

150 

151 

152 

153 

154 

155 

156 

157 

158 

159 

160 

161 

162 

DOCKET Nos. 00-03371 
OO-0338/00-0339 
CONSOLIDATED 
ICC STAFF Ex~lei~8.00 

Schedules 8.09 (K), (V), & (VV) present the following proposed adjustments 

related to depreciation expense: 1) removing depreciation expense~from 

contractual services and 2) recalculating depreciation expense,using Staff 

witness King’s classifications and rates for Account 340, Data Processing 

Equipment. There is no depreciation expense dispute between Staff and 

the Company, however an adjustment is required in order for the revenue 

requirement to reflect agreed-upon corrections and changes to the 

Company’s proposed level of depreciation expense. Company witness 

Simpson agreed to the correction of removing depreciation expense from 

contractual services in his rebuttal testimony (Simpson Rebuttal, p. 4). 

Additionally, Company witness Guastella and Staff witness King have 

reached agreement on the sub-accounts and their respective lives for data 

processing equipment. My Schedules 8.09 (K), (V), and (VV) reflect the 

depreciation expense calculated~ by .Staffwitness King in ICC Staff Exhibit 

13.00, Schedules 13.01, 13.04, and 13.07. 

163 Ad 

164 0. Please describe ICC Staff Exhibit 8.00, Schedules 8.10 (K), (V), & ON), 

165 Accumulated Deferred Income Taxes (“ADIT”) Adjustment. 

166 

a 



167 

168 

169 

170 

171 

172 

173 

174 

175 

176 

177 

178 

179 

180 

181 

182 

183 

184 

185 

186 

167 

DOCKET Nos. 00-03371 
OO-0338/00-0339 
CONSOLIDATED 
ICC STAFF Ex~lerr8.00 

A. Schedules 8.10 (K), (V), & (w) present my adjustment to rate base for Staffs 

proposed -accumulated: deferred income tax amount. The adjustment is 

calculated in a similar manner as my Schedules 1.10 (K), (V), and o/v), 

updated for differences in Staffs rebuttal case. 

There is one major difference in the new Vermilion Division adjustment. Due to 

my withdrawal of the Historical Plant Adjustment, discussed below, a need 

arose for proration of the proposed test year ADIT balance, since ADIT at 

12/31/01 is now calculated to be greater than at 12/31/00. The methodology 

for such proration is described in ICC Staff Exhibit 1 .OO. The Company has 

indicated in its response to Staff data request DLH-114 that Staffs proration 

adjustment for the Kankakee, Division, which is the same methodology used in 

the Vermilion Division, appears correct. ~Additionally, the ADIT adjustment is 

updated .to~reflect-the impact of other~Staffadjustments which affect ADIT. 

Company Plant Update Adiustment 

Q. Please describe ICC Staff Exhibit 8.00, Schedules 8.11 (K) and (V), 

Company Plant Update Adjustment. 

A. Schedules 8.11 (K) and (V) reflect my proposed adjustment to rate base 

and operating inwme to reflect the financial impact of the changes to Year 

9 
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189 

190 

191 

192 

193 

194 

195 

196 

197 

198 

199 

200 

201 

202 

203 

204 

205 

206 

207 

208 
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00-0338100-0339 
CONSOLIDATED 
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2000 plant additions, which the Company proposed in the rebuttal 

testimony of Company witnesses Burnosky and Cummings(CIWC Exhibit 

3.OR, pp. l-8 and CIWC Exhibit 2.OR, pages 5, respectively). 

Materials and Supplies Adiustment 

Q. 

A. 

Q. 

A. 

Q. 

Have you revised or updated Schedules 1.11 (K), (v), & (W), Materials and 

Supplies Adjustment, from ICC Staff Exhibit l.OO? 

No. I have not. 

Why is the Materials and Supplies Adjustment necessary? 

The Company does not have an investment in inventory if it has not paid for 

hit. The~accounts~payakkamount represents vendor-supplied funds rather 

than investor-supplied funds. The Company should not be allowed to earn 

a return on non-investor supplied capital. 

Company witness Simpson states ,in his rebuttal testimony that the 

foundation of your Materials and Supplies Adjustment is based on cash 

flow (CIWC Exhibit No. 6.0 R, page 7, lines 7 through 11). Do you agree? 

10 
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209 A. No, my adjustment is not based upon a cash flow basis. Instead it is an 

210 alternative calculation to quantify an estimate of the Company’s accounts 

211 payable associated with materials and supplies inventory, since such data 

212 is not available from the Company. 

213 

214 Q. Has the Commission previously found that utilities do not have an 

215 investment in inventory if they have not paid for it? 

216 

217 A. Yes, repeatedly. In addition to several cases listed below, the Commission 

218 ordered and the Company agreed to this treatment in its last two rate 

219 cases: Docket No. 99-0288 for Candlewick Water, Order Dated March 1, 

220 2000 and Docket No. 97-0351 for Vermilion, Kankakee, University Park, 

221 ~- andaak Run Water, Order Dated June 3,1998. 

222 

223 I include a sample of previous cases adopting Staffs position on Materials 

224 and Supplies: 

225 . Central Illinois Light Company (Docket No. 99-0131) 

226 . South Beloit Gas and Electric Company (Docket No. 99-0132) 

227 . Commonwealth Edison Company (Docket No. 990117) 

228 . Illinois Power Company (Docket No. 99-0120) 

229 . North Shore Gas Company (Docket No. 950031) 

11 
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230 

231 Historical Plant Adiustment 

232 Q. Have you received the necessary documentation from theGompany,to 

233 complete your review of the Vermilion Division’s historical plant additions? 

234 

235 A. Yes, and as a result I am withdrawing my Schedule 1 .I 3 (V), Historical 

236 Plant Adjustment. 

237 

238 Q. Does this conclude your rebuttal testimony? 

239 

240 A. Yes, it does. 
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